
theserviccprovidmtookpmessionofthc eqoipmeot,butnotsrlierthaathebcginningofrhe 

fundiag year. 

ofthe PsgeaSthrough22ofthe~F~RccoveslyLottarnachadctemnnaMn 

value of the imde-in equipment on July 1,1999 for each of the FRNs. SpoFificdly, for cach of 

. .  

the r n h  pages 5 through 22 sra* the follawiag: 

"Thc saviceproviderhrsprovidedsnind~qntappraisal ofthetrade-in 
equipmmt. Uaingthe July 1,1999valw i n d i d  inthatnppmisal, itw 
detumincd that the mute48 wloc WBO only (anrmUrr Wrks by FRh'), which 
ic (amourd vmiu by Flw) less fhan the omaisoountod shart of (onraurt 
varlrs by F W  that the rpplicaot v m  obflgrtod to psy." 

Spectnun appeals the dctedoaiion by the SLD &at the actual fair market value of the 

equ$mult on July 1,1999 was the value hdieatedmthe Mependm1 flppraisal. 

In. ARGUMENT 

'Ibe SLD has deZermined that tbc appropriate valuation date for eade-i quipmcnt is the 

date the svvicc provider took possession of the equipmeot but no earlier thsrr the beginning of 

thc fuoding m o r ,  in this case. Joly 1,1999. Further, the S L D h  relied upon an independent 

&sal spectrum provided io order to dewmine the value ofthe eqoipment on July I ,  1999. 

These determinations are misguided and the SLD shdd  cease its attempt to mover funds 

d i s b d  pursusnt to tht m s .  

Firstly, any agrement that cantanplates m equipment tradbin in lieu of CaJh must 

assip a value to theequipmeot at the time of contrsct formation . -notatalaterdaie. othawise, 

the applicant will not lmow ita obligations uuderthc agrement Fuahermon, for 

Page 4 of 20 



Fuuding Year 1999-2000, tbc SLD requind an appIiosnt torenter an agmmnent and f le  a Form 

471 by April 6,1999. As aresult, it was impossible for R a o B  and Specinunto value ths 

equipment at the start of the fuadinB year (July 1,1999) tmd still comply with the SLzya 

rrquiremSnt that tht agrccrnentbe formed andthe Form 471 be fled by April 6,1999. 

Secondly, it is inhemtly unfair to wek recovery tmm Spmtrum for an mcmect 

detnmmatton of the valuation date b e a m  no program d e  or FCC guidance on this iuUe 

exiated at tbe time the tramdon occunad. In fact, tbe SLD neither llnnounced a rule nor mu& 

guidance from the FCC on this issuC until the first qunacr d2OO3 - four yeare 

trsnssotion. 

. .  

the 

Thirdly. although the inaspaxlmt appraisal SpccDNln provided did value shc equipmat 

in thr: amounts indicated in the Disbursed F d  Recovery LUter, this appraisal isnot more 

authoritative than Spectrum's opinion h a w  S m  hail first-hand baowledge of thc actupl 

piem of equipment in question. F\athcr, the qprdsnl is less rnlinble than Spectrum's opinion at 

the thns it received +he equipment because the appraisal is based upon i n f o d o n  that is almost 

four years old. 

Lastly, iffuads wen, in fist, moncously d s b d m s  a result of the use of an incorrcot 

valuation date, the qmpriate remedy i s  to rcquire RCOE lo pay Specrmm tbe contspandii 

non-diswunttd portion bemuse this is what would haw ban q k d  at the time of trsnsaCtion 

hadthe~kaownthewmctvaiualio~~datc. Altanotiiely,the6LD s b o o l d s a e k ~  

recovery from the applicaut done kcause rocovery from Spcotrum will reault in RCOE having 

paid 1- than its mquired matching portion - a clear nrle vio la l i~~~ aud an abuse of the &Rate 

DiswuntMshaniam 

5 

DEC 0 2  2003 
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Tbe ~ R a t c p p m d ~ ~ t ~ &  the servioc prwider and the appIicanttoentmim0 an 

agreement bcforc the Form 47 1 is tUed. This agreemat nceesSarily eatsbtishss the type and 

amount of cozuidaatioa to k pGd for& gwdr and servias purchwd. Consequently, any 

agreement that contemplates the hadbin of equipment in lieu of a eash payment must migu a 

value to the equipment st the tima of contract frrrmation -not at ab& date. ousawist, the 

@es will h e  no way ofdctamining thc actual price in the contract andthe validity ofthe 

wntmctwouldbeindonbt. Forthis~onalonc,theappropriatevaluationdstccouldnotk 

July 1,1999 or, altcmtively, the date Spectrum took posaassion of tbe cpuipment. 

F-IG the SLD'S F- Year 1999-2000 WUi- that the m h t  kntcr an 

agRement with the service provider and file Form 471 by April 6.1999 made it impossible for 

RCOE sad Spcrftum to value tho quipmeat at thestart ofthc Wing year (July 1,1999) and 

still cornply with thenquinmen! thsttheaIpEemnt be formed and the Form 471 be filed by 

April 6,1999. TIM agreemd behNeen RCOE d Spcctnrm necessarily defined the type nrd 

amount of conaideration RCOE wasrcguirad to pay and, W o r e ,  had b assign a value to the 

trade-in equipment. If the parties bad waited until the stlrrt ofthe fundin0 year (July 1) to vduc 

the equipment, RCOE would have misped thc deadline for Winp its Form 471. 

AftacarefPllycollcidaingthetype,smountandcoaditionofthecquipmenthldbythe 

RCOE consorfium, Spectnrm developal a PmpDSal Wwdd enable tbe mn&ntim members 

to mect their technology plan objcetlves wfiilt, at the same time, a v d  a ash outlay. RCOE 

reviewed this proposal and found it to be the most cost-effective rcgponsc to its Form 470. 

However, before a w i n g  to hirc Spechum, RCOE aedlor its consorkhm members WCIC r q u h d  

I 
I RCOE 
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It is inhamtly d r  to seckneovcry Smm Spectrum for an incomct defermination of 

the valuation date because no program rule or FCC guidanoc on this k,uc existed& tbs timcthe 

transactian o c d .  As evidenced by a March 3,2003 ezdail &om Ed Fakowitz of the SLD to 

John Price, CFO of SpcaUm, neither SpeCtnm nor the SLD learned of any guidance on this 

issue uati?fay*years after RCOE and Spcctnrm reached their agreement. At the time RCOE and 

S ~ m a o h o d t h o i r ~ m o s t o f t h s R l l t s o r g * d s a c s s l m o u n d i n g t n d p i n c q u i ~  

&ressed the ir*luep of the original source offuods far thc sqdpmentand its fair market value in 

general. Specifically, the rules requkd equipment to be traded in at its fair markct wlue and 

prohibited alde-in of equipmad that WBS purchss#l with &Rate funds. Thc nates were silent, 

howcva, on which date the fair market valw should be messed. 

'I'heguidaactpmvided In theMarch 3,2003 rmail *Ed Palkowitz srrmormws a new 

policy of which neither RCOE, Spechum, nor the SLD were a m .  If the d t y  charged with 

adminiminu the pmgram aud preventing waste, fraud aud abuse did not anticipate the need for 

guidance OII thig issue when it ~mttunplatcd allowing bwbins, it is ceriaidy unfair to expect the 

applicunt and the service provider to have done so. Between the SLD, RCOE and Spectnnn, the 

SLD should bear thc risk of thc consequencc~ of a new policy Sirrot it hes thc exclusive 

msponsibiii!yofadmb&mq . &program. 

7 
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I f  funds were, in f a  m o n d y  didnuswi as a result of the we of an incomct 

valuation date, the nppiupriatc remcdy is to rcquirc the applicrmt to pay Spwtrum the 

~ ~ g n o n - d i s a n m t c d p n t i o n b c c a u s c ~ i s w b a t w o ~ d h n v c ~ r c q v L r d a t t h ( i m c  

of the transaction had the pattiea known thc appropriets valuatitm data Given tho a h c e  of 

bad faith by both RCOE nnd Spedum, no purpoac ir scrvdd by impow the harsh penalty of a 

full recovery a p h  Spectrum. hstcnd, thc SLD should SCCL to obtain the rc¶~U tbat would 

have oocurrtd had a o~earrule detioiag the appropriate valuation date hen in place M the time’ 

tbe partics Mohed thcii ngmment. Tbercfcrr, tbe SLD should RCOE to pay SpeaMn 

matchins fimds that are appmpMtc for thc amount of E-& fund# d l y  disbursed. 

Funhcmrore, Spcc;tnrm did not receive USACS final dctcrminatlon ofthc mount that 

RCOE failed to pay for the non-discouated acrvices until Spectnun received the W d  Fuda 

Rccovay Wm dated O c t o k  3,2003. Spectrum has sent RCOE the attached invoice for the 

remaining matching funds. In the event USAC dohminw funds were onollwujly diburecd, 

R O E  should immediately be given an opportmi~ to pay thc invoice fmm SpcCtmm. 

Abmntively, EUSAC denies RCOE the opporhmity to pay for the remahhg uon- 

discounted services, USAC should seek the entire recovery h m  RCOE becplrrc mcovery from 

Exhibit E 
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L%ai&ma 
SLD website amommmt rngarding desdliae for Form 471 for filnding yeaa 1999-2000 
Email h m  Ed FalLmvk daad March 17.2003 
~ ~ o o i o e  fnm Spccrmm to RCOE dated December 2,2003 

10 
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WPY M*IW 
ADpIbnt  FQmS 

mvw F- Commltmurts Avallabla [wz7/i999) 
Wava 10 Is  the Endl Flnal Wave of Fundlng m p m  

The Schools and Libraries Divklon has lssued Its nnal wave of 
fundlng commltment declslons for the 1998 program yew. 
This flnai wave means: 

Fundlng wmmltment decislon iettefs wlll go to the 6% 
of In-the-wfndow appllcants who had not yet reoelved a 
dednian from us. Information about these fundlng 
commlhnents Is now posted on this Web 5ke 
(www.sl.u nlversalsenrlte.o~/~fe~n~mdcommi~asp~, 
and appllcants should receive thdr letters durlng the 
b l l O W l n g r V e e k .  ' 

Letters wlll also go out to thosa applicants whose 
internal connections requests were deemed .as yet 
unfunded' until this wave. Approved Internal 
connectlons requests a t  the 7Ct% dlmunt level and 
above wlll be funded; we will NOT have funds to 
accommodate internal connectlons requests at or behm 
69% dlswunt. 

We now know dofinitlvely that we wlll NOT be able to 
consider fur funding any applications nalved outside 
the 75-dav window. These aoollcants wlll be notified 

Exhibit E 
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The SLD has added a new sea funaon to the Provider 
Area. This "5enrlce Provider Information by SPIN" search 
provides service providers wlth important information 
regarding the np'post-mmmitment" phaqe of the fundlng 
process, Including: 

Status of the Certlflcatlon of service provider's SPIN 

Percentage of &Us for which this company received a 
KDL p r  wave 

Dates Form 486 NDlifiCaUon letters sent to service 
provider's SPIN 

Dates BEAR (Billed Entky Applicant Reimbursement) 
letters sent to servlce provlderk SPIN 

W w a  0 R.clpkntr of &rata Funding 
(winiimo) 

clkl: here to download state reports on the Fundlng 
Commitmarit bedrlons in Wave Nlne, the largest wave of 
letters released to date. Thls Wave cmnrkk of 
approximately 3700 fundlng commltment decisions latten 
totaling $323 million in E-rate funds. The Wave Nlne &ease 
pusher the total dollars commi+Led to over $1.4 billion, covers 
94% of applkants who flied wlthln the E-rate application 
wlndow, and, for the first time, extends funding to m e r  
Internal connections requests for applicants who quallfy for a 
discount level es low as 70%. 

L- 19, mar:-..-. mr..-kr --a..-.lr .re- -s n--- 

l lw.?UWe 

h n p ~ ~ ~ . s l . ~ v ~ ~ e . ~ w h a ~ ~ ~ 1 9 9 9 ~ 1 ~ 9 . ~ p  12/2/2003 
- 
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you've already pald for. The EEAR Form comes wlth your 
funding commitment letter; it's a b  a 
and Librarles Dlvbion Web Site [www 
8s a downloadable PDF file and as a type-in/prmt out form. 

Click here to read some reminders abaut how the BEAR 
process works-and some tlps to make It work well for you. 

hct Sheet on Librmry Consortia ( ~ d i i p o p ~  

The Form 470 Guldance %ion In the Reference Are8 now 

on the Schools 
~lsewlce.org) 

Top m e  

Fpstures a Fact Sheat on Ubraw Consortia. 

Newll Type-In / Pclnt-Out Your Farm 486 Top .- 
(1/5/1999) 

The Su) has created u nuw appUcatlon tool: a vetsion of the 
Form 486 that you can download fmrn thls Web Sltc, RN in on 
wur cornuuter. arlnt t. and mull to us. Thls Form 486 Is 
birtually dentlGl to tha PDF (Portable Document Format) Rle 
that has been available on ourWeb Slte, but now you can 
enter lnformatlon dlrecdy Into the form rather than Just 
prlntinp out a blank hard copy and then nlllng out the furm by 
hand. 

l'ype-In/Prlnt Out rOrm 486 

DEC 0 2  2003 9 ~ k a r  note: Thls form does NOT elcctronlcatly ttansrnlt 
data to tha Su), but instead rnakas your completion of the 
paper form easler and neater. 

You must have Adobe's free Acmbat Reader 3.01 installed on 
your computer In order to access the Form 486. alck here 
for lnformatlon on obtalnlng this software, as well as speciRc 
Instructions for downloading the Form 486 from this Web 

RCOE 
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Slte. 

Please read SLD's 'Helpful HlnW for 4lng the new Wpa-In 
and Print-Out Fomr 474 471 and W. 

Application wlndow Extended to Aprll6, IQII Qf Pa!B 
1999 WUlDPo) 

To give you more time to prepare your 1999-ZOO0 E-rate 
appncatlon, and to Inccoass the chances that you'll have 
heard a deo'sion on your 1998 Ion bebre you need to 
apply for Year 2, the Schools a ries Dlvlslon (SLD) of 
the Schools e Ubraller (USAC) has offitlally extended the 
doslng date of the Year 2 applicatbn Mlndow to 1159 D.m. 
ET on Aprll 6, 1999. 

I n  order to be wnsldered "in the wind*," you must flle Form 
470, wait 28 days, and then flle Form 471 so that your enure 
application, Including all paper attachments and Certlflcatlons. 
Is reaived by Su) by 11:59 W o n  Aprl 6. Technlcally, thls 
means that the last day to file Form 47D and complete the 
rest of the process withln the window Is March 9-but you 
would havs to sign any new contracts, wrnplete and clgn 
Form 471, and hand-dellver It to the SlD oMce In Lawrence, 
Kansas all on April 6 If you waited that llong to flls Form 470. 
WE STRONGLY ECOMMEND THAT YOU FILE YOUR FORM 470 
NO LATER THAN MARCH 5,1999. Click here lo begln fllllng 
out your Form 470 online. 

The pmvlous recommended Form 470 filing date was 
February 5 for a window closing dab of March 11. 

While thh wtndow extenslon aives YOU almost a month more 
to stan and complete your Y&r 2 applkatlon, we urge YOU to 
begln filing as soon as posslble. If you Ole your Form 470 
now, you wIII: 

Avoid the heaviest trafl9c on our Web slte 
& w w . s l . u n l v ~ ~ ~  ) and customer service 
line (e88/203-8100). 

Glve our data entry staff the opponunlty to contact you 
to resolve any problems with your paper appllcatlons. 

Allow yourself adequate time to complete your 
wmpetlttve bidding process and ~rewre your Form 471 
Wlth care. 

Be among the early Form 471 applicants to be reviewed 
and acted upon as we move toward fundlng 
mrnmltrnenk for 1999-2000. 

Observe the Passover and Easter holidays that 
lmrnedlately precede the April 6 deaclllne wlthout 

hnp~/wwwml.univdrsaIsavice.orghvhamew/l999/021999.ssp 12/2/2003 
--._- 
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W i n g  to worry about rushlng your Form 471 
appflcatlon and attachments intcovernlght mail on 
Monday, April 5. 

For help niing your Form 470 In a tlmely fashion, please see 
“Top 10 Raasons You Should File Your Year 2 E-Rate 
Application NOW‘ d . t m l v e w  or via fax- 
on-demand, 800- , document #206) and the 
forthcoming ‘Quick Tlps For Filing Your Form 470 - Even I f  
You Don’t Have a 1998 Fundlng Leti’er’Yet” 

Wave 7 R.clpinntm of e-rata Funding a - 2  C f P m  
0/1/1999) 

Click hare to download state reports on the Funding 
Commitment Decisions In Wave Seven. This Wave conslsts of 
1,500 funding commitment declsions letters totallng $140 
mlllion In E-rate funds. The average cammltment In thls wave 
Is over $93,300 per applicant. 

Wore Waver to Come! (uuips9) TQlLQtRW 

With the Wave 7 commltments plus tha number of appHcanh 
notlfled that thelr requests could not k funded (due to 
lneliglble 5erVIceS or internal wnnectlbns below the discount 
threshold), SLD has responded to mork than two-thirds of i ts 
1998 in-the-window appllants. Appmximately $760 mllllon 
has been wrnmltted through Wave Seven. or about 40% of 
the avallable funding. 

Wave Swen Is NOT the last wave of E-rate funding 
wmrnltments for the year, It wlll be rollowed by two to four 
addition81 waves bcfon? the pr- I# concluded. Whlle we 
had hoped to make the vast majority 01 commitments by the 
end of lanuary, and worked dlllgently to do so, we are also 
comrnltbd to providing detailed mvlew of each application for 
wrnpllance with program rub, as we agreed to do In the 
coum of our auditS by both the General Accounting Ofllca 
and PricewaterhouseCooperr. We are completing cur flnai 
review of each appllcation us quickly as WR can wlthout 
savlflclng assurance of program Integrity, and have 
continued to add staff resourcas to expedite the overall 
review process. 

Please watch the SLO Web Site (wmvbl .universalserv~o~) 
and our Newsflash dlsMbutlon for more information about the 
schedule of upcomlnp funding commitments. We are alw 
encouraglng all current and potential Grate applicants to get 
thelr 1994-2000 Form 470 In as man as wslblc to begin the 
E-rate pmcess for Year 2. 

cmtG<ht k u k  ji& 24.2063 ’ 
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Riverside a. office of Education 
Attn. Tony Johson 
3939 Thia#nth SeCCt 
Riverside, CA 92502 

Persuaut to USAC's October 3,2003 request for rcrovcry of envneously 

fiurding year 1999-2000, wc arc submitting tht cncl@scd invoice to RCOE 
for the non-discormted services USAC bas aUegea an u q d .  

See attactrmcnl for detail. 

d i s M  E-- funds &.lad to aluipmcnt *-in values for E Ratc 
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Before the 
FEDERAL COMMUNICATIONS COMMlSSION 

Washington, D.C. 20554 

) FileNo. SLD-148309 
In the Matter of 1 

Request for Review of Decision of the 1 
Universal Service Admistrator 1 

1 
by ) 

1 2999365,399361,299368,299370, 
Riverside County Office of Education ) 299371,299372and299313 
Riverside, California ) 

) 

) CC Docket NO. 02-6 

FFCN Nos. 299376,299311,299318, 
299319,299381,299382,299355, 
299356,299359,299361,299363, 

DECLARATION OF RlNA M. GONZALES 

John E. Brown, Bar No. 65322 
JackB. Clarke, Jr., BarNo. 120496 
Cathy S. Holmes, Bar No. 188702 
Rina M. Gonzales, Bar No. 225103 
BEST BEST & KRIEGER LLP 
3750 University Avenue, Suite 400 
P. 0. Box 1028 
Riverside, CA 92502 
(951) 686-1450 

Attorneys for 
Riverside County Office of Education 

April 26,2004 
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DECLARATION OF RINA M. IGONZALES 

I, Rina M. es, declare as Follows: 

1. Iamamemberofthe a Bar, and am an ass 

Best & Krieger LLP, Office of Education (“RCOE). 

The matters set forth in this declaration are within my first hand knowledge and, if called as a 

eys of record for Riverside 00 

be competent to so testify. 

2. On or about August 3, 4, I received a voicemail message from Kristy Carol1 

strative Company -1603), Associate General Counsel for the Uniwrsal Service 

(“USAC”) responding to my previous inquiry regarding whether USAC would be is 

Administrator’s Dec after reviewing 

the Administrator’s Decision on Appeal dated July 1,2004. Ms. Carroll stated that USAC would 

be seeking recovery solely fiom Spectrum Communic . She also informed me that RCOE’s 

letter dated Dec 2, 2003 was considered a request ffor confirmation that recovery for the 

alleged erroneously disbursed funds would be sought from Spectrum, the service 

not RCOE. As such, RCOE’s letter was not considered as a separate appeal and USAC/SLD 

would not provide a decision letter to RCOE. 

specifically addressing RCOE. I contacted Ms. C 

3. Based on Ms. Carroll‘s clarification, I then notified RCOE that its involvement in 

the appeal process was concluded. 

I declare under penalty of perjury under the laws of the State of California that the 

foregoing is true and correct and that this declaration was executed in Riverside, C 

April 26,2005. 

RVPUBUlMCAS92746. I 

Rina M. G o d e s  u 
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Abplicatio; for Review filing re File No. SLD-148309, CC Docket No. 02-6 (Email 3 of 4) Page 1 of 1 

- Denise Berger 

From: 

Sent: 

To: CCBSecretary 

Subject: Application for Review filing re File No. S L D - ~ ~ ~ ~ ~ . ~ ~ ~ ~ ! ! ~ % I I  3 of 4) 

Rina M. Gonzales [Rna.Gonzalss@bbklaw COm] 

Wednesday, April 27,2005 2:26 PM 

<<Scanjob-20050426-180301 .PDF>> 
To Whom It May Concern: 

Please find attached Riverside County Office of Education's Application for Review regarding File No. SLD- 
148309. CC Docket No. 02-6 (Email 3 of 4). 

If you have any questions, please contact me directly at (951) 96140335 

Rina M. Gonzales, Esq. 
Best Best B Krieger LLP 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
This email and any files transmitted with it may ,contain privileged or 
otherwise confidential information. If you are not the intended recipient, 
or believe that you may have received this communication in error, 
please advise the sender via reply email and delete the email you received. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

4/28/2005 
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Universal Senice A nistrative Compa 
Schools & Libraries Division 

Administrator’s Decision on App& - Funding Year 1999-2000 

July 1,2004 

Pierre F. Pendergass RECEIVED Spectrum Coramunications Cabling Services, h c  - 
2% North Lincoln Averme 
Corona, CA 92882 

Re: R 0 P Riverside County 

Re: Billed Entity Number: 
Application Number: 

Funding Request Number@): 

Your Correspondence Dated: 

1 J U l  0 6 2004 

148309 
299355,299356, k99359, 

,299367, b99368, 
299312,299313, ~99316,299311,299318, 

December 2,2008 

After thorough review and investigation of all relevant facts, the Schools and Libraries Division 
(“SLD’’) of the Universal Service Adminstrative Coap#ny(“USAC”) has made its decision 
concerning your appeal of SLD’s Funding Year 1999 Recovery of Erroneously Disbursed Funds 
(REDF] Decision for the application number indicated above. This letter explains the basis of 
SLD’s decision. The date of this letter begins the 6&&y period for appealing taiS decision to the 
Fedend Communications Commission (“FCC’). If your letter of appeal included more ’than one 

number, please note that for each application an appeal is submitted, a separate letter 
is sent. 

299355,299356,299359,299361,299363, 
299365,299367,299368,299370,299371, 
299312.299313.299376,299377,299318, 
299379; 299381; 299382 

Denied in Full Decision on Appeal: 
Explanation: 

You have stated on appeai that the SLD determined that the appropriate valuation date for 
trade-in equipment is the date the service provider took possession of the 
no earlier than the beginning of the funding year, in this case July 1,1999. You also state 
that the SLD has relied upon an independent appraisal that Spectrum provided in order to 
determine the value of the equipment on July 1, 1999. You feel that the SLD 
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determination in this matter is misguided and SZD/should cease its attempt to rec 
ed. You close by stating that it is inkenfly uafair to seekrec 
an incorrect determination of the v 

sue existed at the time the 
neither announc nor sought guidanq 
quarter of 2003, four years after the transaction. %u add that although the i&pen&nt 

provided did 
F Letter, this appraisal is not mo 

Spectrum had Erst hand knowledge o 

equipment because the appraisal 
Further, the appraisal is less reliable than 

Upon thorough review of the appeal letter and relekrant documentation, we find that the 
facts support SLD”s decision. An Internal Audit feund that Spectrum Communications 
accepted a trade-in amount for the above funding Muests. This is permisted wnder 

ye than Spectrum’s opinion because 

‘s opinion at the time it received 

equipment was /not purchased with program funds. 
cant argued that the calmlation of the Fair 
uld not be b w  on a 3-year straight-line 

schedule, a& SLD accepted this presumption. HTevm, the trade-in amount was based 
on the value of the equipment at the time of the cobtract, which was before the start of the 
funding year and several months before Spec- bas ,set to take possession ofthe 
equipment. Specbum provided an independent a l  indicating the FMV of the 

al and determined that the 
took possession ofthe 

year. Athougb fhe agreement 
t#mt the equipment was not transferred 

erefc)re, it is appropriate for SLD to value 

as of July 1,1999. SLD has 
amounts should be based on the 

equpment, but no earli 
was executed in March 
until after the start of 
the equipment as of July 1,1999. In its role as prqgram Administrator, USAC must 
ensure that there is no waste, fiaud and abuse. Cobxequently, the appeal is denied. 

The ECC has directed USAC “to adjust funding commitments made to schools and 
libraries where disbursement of funds associated with those Oommitments would result in 
violations of a federal statute” and to p m e  coliwtion of any disbursements that were 
made in violation of a federal statute. See In re Changes to the Board of Directors of the 
National Exchange Cam’er Association, CC Docket Nos. 97-21,9645, FCC 99-291 7 7 
(rel. October $, 1999). The FCC stated that fed- law tequkes the Commission to “seek 
repayment of erroneously disbursed funds” what  the disbmements would violate a 
federal statute. Id.. 9 7 , l .  The FCC stated that repayment would be sought “ 
service providers rather than schools and libraries because, unlike schools and libraries 
that receive discounted services, senrice providers actually receive disbursements of 
funds from the universal service support mechanism.” Id. 7 9. 

If you believe there is a basis for further examination of your application, you may file an appeal with 
the Fed& Communications Commission 0. You should refer to CC Docket No. 02-6 on the 

of 
the above date on this letter. Failure to meet this requirement will d t  in automatic dismissal of 
i h t  page of your appeal to the FCC. Your prppeal must be received orposfmarked witbin 
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your appeal. If you are submitting your appeal via United S t a p  Postal Service, send to: FCC, 05ce 
of the Secretary, 445 I2* S t m i  SW, Washington, DC 20554. F~uther information and options for 
filing m appeal directly with the FCC cau be found in the "Appeals procedure" posed in the 
Reference Area of the SLD web site or by contacting the Client Service Bureau. We stmngiy 
recommend that you use the electronic filing options., , 

We thank you for your continued supporf patience, and c00pCration during the appeal process. 

Schools and Libraries Division 
Universal Service Administrative Company 

cc: Mr. Elliott Duchon 
R 0 P Riverside County 
3939 meenth street 
Riverside, CA 92502 
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cc: RinaM.Gonzales 
Best Best & Krieger LLP 
3750 University Avenue 

Box 12.5 - Correbpondmoc Umt, 80 South Jefferson Road, Whlppany, New Jersey 07981 
Visit us wlme at: h ~ ~ w / . s l . u ~ l ~ ~ ~ e n i c e . o r s  RCOE 

Exhiit B 
Page 4 of 4 



RCOE 



. .I 

Division 

R 0 P - RIVERSIDE COUNTY 
MR. ELLIOTT DUCHON 
3939 THIRTEENTH STREET 

Box 125- Correspondence Unit 
100 South Jefferson Road 
Wbippany. NJ 07981 
Phone: 888-203-8100 

RIVERSIDE, CA 92502 ,:- 
i. ' i/. tyi f 

April 18, 2000 

Re: Form 471 Application Number: 148309 
Funding Year: 07/01/1999 - 0 6 / 3 0 / 2 0 0 0  
Billed Entity Number: 143743 

Thank you fonyoir 1999-2000 E-rate application pnd for any assistance you 
provided'throughout our review. 
This letter is to advise you of our decisions, 

FUNDING COMMITMENT REPORT 

We have complebed processing of YOUK Form 471. 

From your Form 471, we reviewed row-by-row discount requests in Items 15 and 16. 
We assigned each row a Funding Request Number ($RN). 
letter, we have provided a Funding Commitment Rdport for each FRN in your 
application. 

Attached to this letter you will find a guide that defines each line of the 
Funding Commitment Report and a complete list 04 F W  from your application. 
SLD is also sending this information to yow sedviae provider(s1 so arrangements 
can be made to begin implementing your E-rate dijscount(s). 
to contact your service providers to let them kqow your plans regarding these 
services. 

FOR QUESTIONS 
If you have questions regarding our decisions oq your E-rate application, please 
notify us in writing. Your questions should be sent to: Questions, Schools and 
Libraries Division, Universal Service Administrative Company, BOX 125 - 
Correspondence Unit, 100 South Jefferson Road, Whippany, NJ 07981. 

On the pages following this 

The 

we would encourage you 

FRR APPBALS 
If you wish to appeal to the SLD. your appeal must be made in writing and received 
by us within 30 days of issuance of this letter as indicated by its postmark. In 
your letter of appeal, please include: correct contact information for the 
appellant, information on the Funding Commitment Decision you are appealing and 
the specific Funding Request Number in question, and an original authorized 
signature. Appeals sent by fax, e-mail or phone call carmot be processed. please 
mail your appeal to: Letter of appeal, Schools and Libraries Division, Box 125 - 
Correspondence Unit, 100 South Jefferson Road, Whippany, NJ 07981. You may also 
call our Client Service Bureau at 888-203-8100. While we encour 
resolve your appeal with the SLD first. you have the option of f 
directly with the Federal Communications Commission IPCC): FCC, Office of the 
Secretary, 445 12th Street SW, Room TW-A 325, Washington, D.C. 20554. 

NEXT STEPS 
Once you have reviewed this letter and have determined that some or all of your 
requests have been funded, your next step is to complete and submit the enclosed 
FCC ~orm 486. This Form notifies the SLD that you are currently receiving or have 
begun receiving services approved for discounts and provides certified indication 
that your technology plank) has been approved. As you complete your Form 486, 
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r service provider to vesify they have received notice 
from the Su) of your c 
begin processing invo 
for discounted services they have pro 
on next steps. please review all enclosures. 

S.  After the S L ~  proloesses your Form 486, we can 
r service prouider(s) SO they can be reimbursed 

For further detailed infomation ed you. 

ON RULES AND FUNDS AVAILABILITY 
nts' receipt of e commitments is odntingent on their compliance with 

all statutory, regulatory, and procedural qquioements of the universal service 
mechanisms for schools and libraries. FCC Form 471 Applicants who have received 
funding commitments continue to be subject to audits and other reviews that SLD 
or the Commission may undertake periodically to assure that funds have been 
committed and are being used in accordance with all such requirements. 
subsequently determines that its commitment waslerroneously issued due to action 
or inaction, including but not limited to that &y SLD, the Applicant, or service 
provider, and that the action or inaction was n4t in accordance with such 
requirements, SLD may be required to cancel these funding commitments and seek 
repayment of any funds disbursed not in accord 
SW, and other appropriate authorities (includ' Z '  but not limited to USAC and 
the FCC) may pursue enforcement actions and other means of recourse to collect 
erroneously disbursed funds. 

The timing of payment of invoices may alao be affected by the availability of 
funds based on the amount of funds collected frgm contributing telecommunications 
companies. 

If the S L D  

e wlth such raquirements. The 

We look forward to conti 
libraries together through communications techn6lOgy. 

our work with you on connecting our schools and 

Sincerely, 
Kate L. Moore 
President, Schools and Libraries Division, USAC 

Enclosures 

Schools and Libraries Divisiun/USAC Page 2 
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EXPLANATION OF A FUNDING COMMSTMGEIT REPORT 

Attached to this letter will be a report for each approved E-rate funding request 
from your application. 

FUNDING REQUEST NUMBEK (FRN) : A ing Request Number is assigned by the SLD to 
each line completed in Items 15 16 of your Fprm 471 once an application has 
been processed. 
status of individual discount requests subwqted on a Fo 471. Applicants and 
vendors learned about FRNs when they received tMir Rece t Acknowledgement 
Letter and must use these nunbers when completing the Fo 486 and Invoices. 
An FRN will never be longer than 10 digits. 
applicants are advksed to add zeroes to the fro* of the numbers to reach 10 
digits when filing post-commitment forms. 

FUNDING STATUS: Each FRN will have one of s i x  definitions: "Funded", "Denied", 
'Partially Funded", "Funds Exhausted", "Unfunded", or "AS Yet Unfunded". An FRN 
that is "Funded" will be approved at the level tpat SLD determined is appropriate 
for that item. That will generally be the level, requested by you unless the 
SLD determines during the application review pracess that some adjustment is 
appropriate, for example, a different discount gercentage for that FRN than the 
Form 471 featured. A "Denied" FRN is one for wliich no funds will be committed, 
and the reason r that decision will be briefly explained in the "Funding 
Commitment Decision", amplification of thaLexplanation may be offered in the 
section, "Funding C nt Decision Explanatidn". In accordance with PCC 
program rules, FRNs are "Partially Funded" or "Unfunded", if the total amount of 
funds in the Universal Service Fund is insufficzent to fully fund or fund all 
approved requests. If the Form 471 was received after all the funds in the 
Universal Service Fund were allocated and it was processed, the status will 
indicate "Unfunded - Funds Exhausted". "As Yet Unfunded" is a temporary status 
that would be assigned to an FRN when the SLD is uncertain at the time the letter 
is generated whether there will be sufficient fuds to make commitments for a 
particular service type at a particular discounrt level. For example, if your 
application included both telecommunications sehices and internal connections, 
you might receive a letter with our funding commitment for your telecommnications 
requests and a message that your internal conneqtions requests are "As Yet 
Unfunded". 
on your internal connections requests. 

SP9N (Service Provider Identification Number): A unique nuther assigned k y  the 
Universal Service Administrative Company to ven&ors seeking payment from the 
Universal Service Fund for participating in the universal service support 
program. A SPIN contains 9 digits and should be included by applicants on their 
completed Form 471 applications. 
services and to arrange for payment. 

SERVICE PROVIDER NAME-. The legal name of the service provider. 

PROVIDER CoNTmcT NWMBER: The number of the contract between the eligible party 
and the service provider. 
provided on Form 471. 

SERVICES ORDERED: The type of service ordered from the Service provide+, as shown 
on ~orm 471. 

We are providing the folkowing definitions. 

This number is used to report to applicants and vendors the 

If la FKN is shorter than 10 digits, 

You would then receive a later letter regarding our funding decision 

A SPIN is also used to verify delivery of 

This will be present only if a contract number was 

EARLIEST POSSIBLE EFFECTIVE DATE OF DISCOUNT: The first possible date of service 
for which the SLD will reimburse service providers for the discounts for the 
service. Note: If the actual service start date provided on a Form 4Et6 is later 
than this date, the actual service start date set forth in the Form 486 will be 
the effective date of the discount. 
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CONTRACT EXPIRATION DATE: The date the contract expires. This will be present 
only if a contract expiration date was provided bn Form 411. 
applicable for tariff services. 

SITE IDENTIFIER: This will appear only for FRNs aisted in Item 16 of your Form 
471. For public schools. the 12-digit NCES code Nou listed in Item 14 for this 
school Site Will appear here. 
SLO-assigned entity number will appear here. 

PRE-DISCOUNT COST: Amount in Column 10 of I m L5/%6, Form 471, as determined 
through the applicati view process. Please note that, during the Problem 
Resolution process at the amount in Col. 10 of Item 15/16 may have been 
corrected to conform e information provided about Service Start Date and 
Monthly Costs. 

This is not 

If there is no NdES Code for an FRN in Item 16, the 

* 

SCOUNT PERCENTAGE APPROVED 3Y THE SLD: This is the discount rate that the SLD 
has approved for this service. 

FUNDING COMMITMENT DECISION: This represents the total amount of funding that the 
SLD is now reserving to reimburse service proviqers for the discounts €or this 

e through June 30, 2000. 
mual Pre-Discount cost (col. 10 of Item 15/16) times the Percentage 

Discount (Col. 11 of Item 15/16] in the 471 appliication. It may be lower because 
of an adjustment determined appropriate by the .¶Lo, such as of the discount 
percentage, or a denial of discounts and, if so, the accompanying comment will 
explain this difference. The difference may a1 o reflect a reduction from the 

"handing Status" above will indicate "Partially 'handed" or "Unfunded". Whatever 
amount is listed here, it is important that you and the service provider both 
recognize that the SLD should be invoiced and the SLD may ect disbursement of 
discounts on only eligible, approved services adtually rendered. 

FUNDING COMMITMBNT DECISION EXPMZLTIQN: This elltry may appear to amplify the 
comment in the Wunding Commitment Decision", id the discount request for this 
service is denied for reasons other than Wnfun~edr8 or if the SLD determined that 
some adjustment to the request level wae appropriate. 

This figure may be different from the Estimated 

request level made necessary by overall funding I limitations, in which case the 
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, PUNDIM; COMMITMENT REPORT fOR TION NUMBER: OOQ0148309 

Funding Request Number: 0299353 Funding Status: Funded 
SPIN: 143010165 Semi Provider Name: Sgectrym Communications 
Provider Contract Number : RUSD 
Services Ordered: Internal Conne 
Earliest Possible effective Date 
Contract Expiration Date: 04/30/  

Discount Percentage Approved by the SUI :  67% 
Funding Commitment Decision: $246,431.28 - 471 appr ed as submitted 

Funding Request Number: 0000299354 Funding status: Funded 
SPIN: 143010165 Service Provider Name: Spectr!Jm Co cations 

Services Ordered: Internal Connections (shared) 
Earliest Possible Effective Date of Discount: 071/01/1999 
Contract Expiration Date: 04/30/2001 
Pre-discount Cost: $49,3.32.51 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $33,052.78 - 471 approved as submitted 

Funding Request Number: 0000299355 Funding Ststus: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract Number: PSUSD 
Services Ordfzed: Znternal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07~/01/1999 
Contract Expiration Date: 04/30/2001 
Pre-discount Cost: $258,943.51 
Discount Percentage Approved by the SLD: 671 
Funding Commitment Decision: $173.492.15 - 471 +proved as submitted 

Funding Request Number: 0000299356 Funding Sqatus: Funded 
SPIN: 143010165 Service P ider Name: Spectmm Communications 
Provider Contract Number: CDRIsD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective DaLe of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $501.442.85 
Discount Percentage approved by the SLD: 671. 
Funding Commitment Decision: $335,966.71 - 471 approved as 8 

Funding Request Number: 0000299359 Funding Statua: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communications 
Provider Contract WWer: SJUSD 
Services Ordered: Internal Connections red) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $113,027.59 
Discount Percentage npproved by the SLD: 67% 
Funding Commitment Decision: $75.728.49 - 471 approved as submitted 

Pre-discount cost: $367,807.88 . 1' 

er Contract Number: NWSD 

Schools and Libraries Division/USAC Page 5 
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FUNDING COMMIrmsNT REPOR'P FOR APPLICATION NUMBER: 0000148309 

Funding Request Number: 0000299361 Funding Status: htnded 
SPIN: 143010165 Service Provider Name: SpectrW Communications 
Provider Contract Number: W S D  
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration 
Pre-discount Cost: ' <  
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $312,606.76 - 4 7 1  4pproved as submitted 

Funding Request Number: 0000299363 Fuuding Shatus: Funded 
SPIN: 143010165 Service Provider Name: Spectgum Coamnvlications 
Provider Contract Number: PVZISD 
Services Ordered: Internal Connections (shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Bxpiratiotl Date: 06/30/2001 
Ore-discount cost: $129,471.76 
Discount Peraentage Approved by the 8LD: 
Funding commitment Decision: $86,746.08 - 4 7 1  a@roved as submitted 

Funding Request Number: 0000299365 Funding Status: Funded 
SPIN: 143010165 service Provider Name: Specttum Communications 
Provider Contract .Number: INSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: O V / O l /  
Contract miration Date: 06/30/2001 
Pre-discount Cost: $316,498.11  
Discount Percentage Apprwed by the SLD: 67% 
Funding Commitment Decision: $212,053.73 - 4 7 1  bpproved as submitted 

Funding Request Number: 0000299367 Funding Status: Funded 
SPIN: 143010165 service Provider Name: Spectt-um Communications 
Provider Contract Number: MUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective 
Contract Expiration Date: 06 
Pre-discount Cost: $65.776.68 
Discount Percentage Approved by the SLD: 67% 
Funding Comitment Decision: $44,070.38 - 4 7 1  approved a8 submitted 

Funding Request Numher: 0000299368 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrum Communiaatdons 
Provider Contract Number: RSD 
Services Ordered: fntesnal Connections Ishared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/20(11 
Pre-difiaount Cost: $57,554.60 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $38,561.58 - 4 7 1  approved as submitted 
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PUNDING COMMITMW REPORT FOR APPLICATIQN NUMBER: 00 

hrndzng Request  umber: 0000599369 Funding Status: Funded 

Provider Contract Number: DCWSD 
Services Ordered: Internal Connections {Shared) 
Earliest Possible EfEective Date of Discount: 07{01/1999 

0165 Service Provider Name: S p e c t w  Communications 

tion Date: 06/30/2001 
Pre-discount Cost: $24.666.26 's 
Discount Percentage Approved by the SLD: 6 7 )  
Funding Commitment Decision: $16,526.39 - 471 approved as submitted 

Funding Request er: 0000299370 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: SpectrOm Communications 
Provider Contract m e r :  DSUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07i/Ol/1999 
Contract Expira Date: 06/30 
Pre-discount Cost: $468,554.51 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $313,931.52 - 471 approved as submitted 
Funding Request Number: 0000299371 Funding Stbus: Funded 
SPIN: 143010165 Service Provider Name: Spectrpn Communications 
Provider Contract Number: AUSD 
Services Ordered: Internal Connections (Shaned) 
Earliest Possible Effective Date of Discount: 07,/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $283,609.77 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $190.018.55 - 471 approved as submitted 

Funding Request Number: 0000299372 Funding Stratus: Funded 
SPIN: 143010165 Service Provider Name: Spectqum Communications 
Provider Contract Number : JUSD 
Services Ordered: Internal Connectiws (Shared 
Earlieat Possible Bffective Date of Discount: 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $324,720.19 
Discount Percentage Approved by the SLD: 672 
Funding Commibment Decision: $217.562.53 - 471 approved as Swbmitted 

Funding Request Number: 0299373 Funding Status: Funded 
SPIN: 143010165 S e m i  Provider Name: Spectrurn Communications 
Provider Contract Number: LEUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration Date: 06/30/2001 
Pre-discount Costr $275,387.68 
Discount Percentage Approved by the SLD: 
Funding Commitment Deciaionc $184,509.75 - 471 approved as submitted 
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'FDB3ING COMMITMENT REPORT FOR APPLICATIQN NUMBER; 00001483b9 

Funding Request Number: 0 99374 Fading Stgtus: Funded 
SPIN: 143010165 service Provider Name: Spectrum Communications 

Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of DiscOunt: 07J01/1999 
Contract Expiration Date: 06/30/2001 

Discount Percentage Approved by the 
Funding Commitment Decision: $174,8 71 approved as submitted 

Funding Request Number: 0000299375 Funding Status: Funded 
SPIN: 143010165 Service Provider Name: Spectrtum Communications 
Provider Contract Number: BYSD 
Services Ordered: Internal Connecti (Shared) 
Earliest Possible Effecfive Date of scoat : 07/01/1999 
Contract gxpiration Date: 06/30/2001 
Pre-discount Cost: $137,693.84 
Discount Percen e Approved by the SLD: 67% 
Funding Commitm 

Funding Request Number: 0000239376 Funding SUatus: Funded 
SPIN: 143010165 Service Provider Name: Spectwm Communications 
Provider Contract Xumber: BMmSD 
Services Ordered: Internal Connections 
Earliest Possible Effective Date of Dis 
Contract Expiration Date: 06/30/2 
Pre-discount Cost: $15P,138.01 
Discount Percentage Approved by the 6LD: 67% 
Funding Commitment Decision: $103,272.47 - 4 7 1  qpproved as submitted 

Flvlding Request Number: 0000299377 Funding Shatus: Funded 
SPIN: 143010165 Service Provider Name: S p e c t h  Communications 
Provider Contract Number: PJUSD 
Services Ordered: Internal Connectiuns (Shared) 
Earliest Possible Effective Date of Discount: 07/01 
Contract Expiration Date: 06/30/2001 
Pre-discount Cost: $129,471.76 
Discount Percentage Approved by the SLD: 67% 
Funding Commitment Decision: $86,746.08 - 4 7 1  approved as submitted 

Funding Request Number: 0000299378 Fun Status: Funded 
SPIN: 143010165 Service Provider Name: S p e c t m  Communications 
Provider Contract Number: PEmM 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: 07/01/1999 
Contract Expiration  ate: 06/30/2001 
Pre-discount Cost: $65,776.68 
Discount Percentage approved by the SUI: 67% 
Funding Commitment Decision: $44,070.38 - 4 7 1  approved as submitted 

er Contract Number: CUSD 

e-discount Cost: $261,024.12 

Decision: $92.254.87 - 4 7 1  *roved as submitted 
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FUNDING COMMITMENT MWR? FOR APPLICATION NUMBER: 0000148309 

I 

ng Request Nwber: 00 9 Funding Status: Funded 
165 Service Provider Name: Spectrum Communications 

Provider Contract Nunber: TUSD 
Services Ordered: Internal Connections {Shared) 
Earliest Possible Effective Date of Discount: 031/01/1999 
Contract Expiration Date 
Pre-discount Cost: $267,165.60 

unt Percentage approved by 
ng Commitment Decision: $17 5 - 4 7 1  *proved as submitted 

Funding Request Number: 99381 Funding St!atus: Funded 
SPIN: 143010165 Senrice Provider Name: Spectmrn Communications 
Provider Contract Number: MUSD 
Services Ordered: Internal Connections (Shared) 
Earliest Possible Effective Date of Discount: OWO1/1999 
contract Expiration Date: 06/30 
Pre-discount Cost: $187.526.35 
Discount Percentage Approved by the SUI: 67% 
-ding Commitment Decision: $125,307.65  - 4 7 1  qpproved as submitted 

est Number: 0000299382 Funding Sqatus: Funded 
SPIN: 143010165 Service Provider Hame: S p e c t m  Co 
Provider Contract Number: 
Services Ordezed: Internal ctions (Shared3 
Earliest Possible EfEectiv of Discount: 0 ~ / 0 1 / 1 9 9 9  
Contract SxpPration Date: 
Pre-discount Cost: $582,804.18 

Funding Commitment Decision: $395,168.80 - 4 7 1  approved as submitted 
scount Percentage Approved by the SLDr 67% 
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SACRAMENTO 
ID I e, J Z S - 4 W o  

December 2,2003 

Letter o 
Schools 
Box 125 - Correspondence Unit 
80 South Jefferson Road 
Whippany, NJ 0798 1 

Re: Billed Entity Name: Riverside County Oqce of Education 
Billed Entity Number: 143743 
E-Rate Funding Year 1999-2000; FCC Fotm 471 Application Number: 148309 
Schools and Libraries Division letter date& October 3,2093 

Dear School and Libraries Division: 

The law firm of Best, Best & Krieger LLP reptesents the Riverside County Office of 
Education (“RCOE”) in this matter and is Ning this letder of appeal on its behaK This appeal 
concerns the letter sent to RCOE on October 3,2003, %em the Univmal Service Administrative 

(“WAC), Schools and Libraries Division ( “ S p ) . ‘  The SLD letter states that SLD 
d that funds were disbursed in error. The letter asserts that RCOE did not pay a podon 

of the discounted charges for which it was responsible, and demands reimbursement of a portion of 
the moneys paid to Spectrum Communications Cabling Services, Inc. (“Spectrum”), the service 
provider for the contracts in question. Su)’s decision is based onits position that trade-in equipment 
was over-valued, in part because SLD utilizes a later trade-in date than that used by Spectrum when 
it valued the equipment. The SLD decision demands the repayment of $707,521.34 which was 
allegedly erroneously disbursed for the benefit of I6 individual school districts. A true and oorrect 
copy of the letter decision from which RCOE appeals is attached hereto as Exhibit “A” RCOE 
appeals on the ground that any moneys found due and owing to USAC, SLD should be recovered 
from Spectrum, not RCOE. 

RCOE is sting this appeal because SLD sent a copy of its decision letter to RCOE, and that 
letter did not identify the party from which SLD was proposing to recover the d e g d y  wronghlly 
disbursed funds. The letter does not demand reimbursement h m  RCOE or offer any authority 

l RCOE is informed and believes that this same letter and request fiom the SLD was ais0 
sent to Spectrum Communications Cabling Services, inc. because Spectrum was the Service 
Provider for RCOE and received direct payment from the USAC, S r the fun- year at 
issue 
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supporting an attempt to recover any portion of the all&@ erroneously disbursed h d s  from 
RCOE. RCOE requests that the S confirm that ir i s  not seeking any reimbursement from RCOE. 

The person who can most & discuss this a p p d  with the SLD is: 

John E. Brown 
Attorney for Riverside County otfice of Wucation 
Best Best & Krieger Up 
3750 University Avenue, Suite 400 
Riverside, CA 92507 
Phone: (909) 686-1450 
Facsimile: (909) 686-3083 
E-mail: JEBrownfZl bbklaw. corn 

Factual BackerounQ 

RCOE is a service agency which provides support for 23 school districts within 
Riverside County. As such, RCOE may serve as an agent for the school districts in acquiring federal 
and state tiinding 

In late 1999, RCOE fled a Federal Comunic@ions Commission f'FCC") Form 470 

The fiscal year for which RCOE sought funding by that dplication was 1999-2000. Mer RCOEs 
FCC Form 470 application was approved, it was posted on the Internet as required by 47 C.F.R. 
section 54.504. 

USAC as a consortium, on behalfof its 01 dimicM, for E-rate Year 2 

WOE selected Spectnun from the interested vendors TO be the service provider for the 
county schooldi&cts. The decision to select Spectrum wits based, in part, on the fact that Spectrum 
had workedwith many ofthe school districts as part ofthe county's "Riverlink Project."' Baaed on 
its work in 1998 onthe Riverlink Project, in which Spectrum supplied equipment to school districts, 
Spectrum h e w  oftheexisting equipment and technology needs of many of the school districts. The 
decision to select Spectrum also was based, in part, on the fact that Spectrum had experience as an 
E-rate service provider Based on that experience, Spectrum counseled RCOE and the school 
districts that the districts could trade-in, and Spectrum would accept, existing equipment3 for the new 
equipment. 

* The RCOE Superintendent's goal of the Riverlink Project was to get a majority of. 
Riverside County school classrooms connected to the Internet. 

Any equipment traded-in was not purchased with UNversal Service Funds (i.e, non-E- 
rate tbnded equipmmt.). 
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In or around January 2000, RCOE took the next st$p toward +E-ruie Year 2 ftnding 
and submitted a consortim application - FCC Fordr471- for fiscal year 1999-2000 to the USAC, 
SLD on behalf of 23 school distrie. This application included the estimated costs for ssch district’s 
technology installation. The estimated costs in the FCC Fonn 471 were derived from meetings 
between RCOE, Spectrum and the school district Technolggy Directors or district employee(s) with 
responsibility for technology. Ai the meetings, each district explained its present technology status 
to Spectrum so that Spectrum could estimate the district’s equipment needs. 

On or about April 18,2000, RCOE received a Fupdmg Commitment Decision Lener &om 
USAC which indicated that RCOE’s FCC Form 471 appyation was approved as submitted. The 
Funding Commitment Decision Letter indicated that each district would be responsible for paying 
33% of the technology installation, while the other 67% would be paid directly e0 the identified 
service provider - Spectrum - by USAC. 

Sixteen of RCOE’s school districts took advantage of Spectrum’s offer to credit trade-in 
equipment value to meet some or all of their 33% match pbligation. Those 16 school districts are 
now the subject of SLD’s request for recovery of allegeilly erroneously disbursed funds. The 16 
school districts are as follows: (1) Alvord Unified Sch~ol District; (2 )  Banning Uni6ed School 
District; (3) Corona/Norco Unified School District; (4) Desert Sands Unified School District; ( 5 )  
Hemet Unified School District; (6) Jurupa Unified School Pistrict; (7) Lake Elsinore Unified School 
District; (8) Menifee Unified School District; (9) Morepo Valley Unified School District; (10) 
Mumeta Valley Unitied School District; (1 1) Palm S p a  Unified School District; (12) Palo Verde 
Unified School District; ( 13) Penis School District; (1 4) i omoland School District; ( 15) Temecula 
Valley Unified School District; and (16) Val Verde Unified School District.’ AU other districts that 
participated in Year 2 did not trade-in equipment, but in&& made a cash payment for their 33% 
match amount to Spechum 

Althoughthe application was fled by RCOE, each school district was individually responsible 
for management of the fund- and program implementation with the district schools. Each school 
district dealt directly with Spectrum to identify its technology needs and to identify equipment to be 
traded in Each school district separately negotiated the trade-ii value, based in large part on 
Spectrum’s expertise and knowledge in the technology industry and proposed trade-in valuatioas. 
Eachschool district separatelyissuedpurchaseordersto Spechum,usingCalifo~a’sMultipleAward 
Schedule (“CMAS”) contracting procedure, to obtain the services and equipment ultimately ordered. 
Given the very short time €ramc available to proceed with the project for the school districts, RCOE 
and the school districts had to rely on Spectrum’s experience implementing the district’s technology 
goals, awareness of the districts’ existing technology, knowledge of the fair market value of that 

’ RCOE was informed that Corodh‘orco Unified School District and Jurupa U s e d  
School District would both trade in equipment 9nd d e  a cash payment to meet their 33% 
match amounts. 
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Apblicatian for Review filing re Fi le No. SLD-148309, CC Docket No. 02-6 (Email 4a(3) ... Page 1 of 1 

Denise Berger DOCKET FILE ~ P Y  ~RIQJNAL - - - ~ . " ~  
From: Rina M. Gonzales [Rina.Gonzales@bbklaw.com] 

Sent: 

To: CCBSecretary 

Subject: Application for Review filing re File No. SLD-148309, CC Docket No. 02-6 (Ernail 4a(3) of 4) 
<<Scanjob-20050427-22 1 026.pdf>> 
To Whom It May Concern: 

Please find attached Riverside County Office of Education's Application for Review regarding File No. SLD- 
148309, CC Docket No. 02-6 (Email 4a(3) of 4). 

If you have any questions, please contact me directly at (951) 961-0335. 

Rina M. Gonzales, Esq. 
Best Best 8 Krieger LLP 

Wednesday, April 27,2005 3:22 PM 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
This email and any files transmitted with it may contain privileged or 
otherwise confidential information. If you are not the intended recipient, 
or believe that you may have received this communication in error, 
please advise the sender via reply email and delete the email you received. 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

I 

4/28/2005 
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SPECTRUM COMMUNICATIONS 
CAELING SERVICES, INC. 

Date: March 15,2003 

To: EdFdkowitz 
Schools and Libraries Division 

From: Robert Rivera 

Subject: Riverside @en 143743) N 1999- Equipment Trade-In 

Attached is the Appraisal report for the equipment received as trade in for the balance 
due from customers within the Riverside consortirpn. We have had the equipment 
appraised as of March 1, 1999 which is the month the agreement between the Riverside 
consortium and Spectrum Communications was negdtiated and the Form 471 submitted 
to the SLD. In addition, as you requested we had the equipment appraised as of July 1, 
1999. Using these appraisals, below is a summary tabk of the results of the transaction: 

March 1 .. 1999 July 1, 1999 

Equipment Appraised Value (per report) $ 1,859,321 
Cash Received 155,996 
Total $2,015,317 
Customer Match 1 N3.506 
Difference $ 201,811 

$1,316,159 
155.996 

$1,472,155 
1.813.506 

$ (341,351) 

As shown above, at the time Spectrum Communications entered into the transaction the 
value of the equipment was well above the customer match required for E-rate discounts. 
Given the program rules and guidelines available at the time the transaction was agreed 
upon, we believe using the contract date for valuation was a prudent and reasonable basis 
for est+blishing value when consummating this trwaction. 

e any questions, please call me. 

Spectrum Communications 
(909) 371-0549 
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March 2003 

‘* 
Appraisal Report 

For 

Spectrum Communications 

BY 

DMC Consulting Group 
Newport Beach, CA 

March 2003 

DMC C o d l h g  ‘ h W  
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Appraissll Report 

DMC Consulting Group (DMC) presents the following summary desktop appmisal as an opimon 
-, ..C..-l..- ._._- wk -=I.. igh-tech Cisco network commnnicatiorts eqqipment sold to Riverside County in 

'1 .. 
March 1999. The following is a list of the d m e n t s  submitted to DMC for review by Spectnun 

communications. 
. Summarized equipment spreadsheet for the Cisco Equipment 

The portfolio was appraised for End-User Fair Market Vvue for March 1999 and July 1999. The 

listing of the equipment and the forecast appear as Exhibit B and the end of this appraisal report. 

Overview of Report 

This appraisal repat identifies the assets in question and determines the various Fair Market 
Values for March 1999 and July 1999. Adherence to the code of ethics and the requirement and 

standards of Uniform Standards of Professional Appraisal Practices and the conduct of an 

appraiser as a member of the American Society of Apprlrisers is strictly followed for the creation 
of thls report. 

I?trpose and Use of the Appraisal 

The purpose of this appraisal is to provide an independtpr valuation opinion with regard to the 

Fair Market Values at the two dates mentioned. This was done through the use of researchhg the 

equipment, using reports available in the marketplace and applying my 17 years of valuing 

computer equipment to arrive at the opinion ofwlue pmsented. This report should be used as an 

opinion of value as of the appraisal dates for the assets listed. 

The End-User value is the price the user would pay to a vendor, computer broker or lessor far the 

equipment in an arms length contract subject to the debition of Fair Market Value (FMV) liisted 

later in this report. Cisco does not charge the end-user for freigttt and installation of this type of 

equipment. The End-User valuation represents on average what the user can expect to pay for 

like equipment in the specific timeframe requested. 

Objective and Valuation Date ofAppraisal 
?be objective is to give an opinion of Fair Markel Value as of March 1999 and July 1999 for the 

equipment in the detail listing in Exhibit B. 

March 2003 DMC Coosulting Group 
- 
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Definilion andPr- of VaIue 

'Tau Market Value - Installed'' (FMV) is defined as the finice that the equipment should bring in 
.a competitive and open marker under all conditions qui& to a fair sale, the buyer and seller 

-A. _--- -L-- ,mdently - and howledgeably, and a s v g  b e  price is not afkted by @ n e  
slimulu. Implicit in this dehition are the consumma6on of a sale as of a speciiied date and the 

passing of title f b m  seller to buyer under conditions whereby: 

1. buya and seller are. typically motivated; 

2. .  both parties are well informed or well advised, and acting in what they considertbeir best 
. interests; 

3. a reasonable time is allowed for exposure. in the open market; 

4. payment is made in terms of cash in United States dollars or . b c i a l  arrangements 

comparable thereto; and 

5 .  the price represents the n o d  consideration forthe property sold unaffected by special 

or creative financing or sales concessions granted by anyone associated with the sale." 

For purposes of this valuation &eight and installation are uot includedin the value of the 

equipment. 

Desabiion of Subject Compuler Assets 
The subject computer assets are listed in Exhibit B. Porffolio Anafysis - Detail. 
There was no inspection of the assets listed. It is assumed that 

'0 The equipment was under a normal maintenance agreement from the mamficturer 
since it was first installed 

The equipment was up to its current engineering level. 

The equipment was in a proper room emiroument adsubject only to the normal 

wear and tear of such use. 

The equipment was used for normal business applicatiom. 

Approach& to Value 

The generally accepted approaches to tangible personal property valuation include the income 

approach, cost approach and the market approach. The following outlies these various 

approaches to value. 

Income Approach 

Tbe income approach considers value in relation to the present worth of anticipated future 

benefits derived from ownership and is usually measured through the capitalization of a specific 

March 2003 
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While the cost a p p c h  and the market approach are readily applicable in many situations of 
computer equipment valuations, the income appr- is less liquently applied since it is usually 

diflicuit to isolate a unique income stream. 

Cost Approach 
The cost approach is that approach which measures value by determining the CUmDt cost of an 

asset and deducting for the various elements of depreciadon, physical deterioration and functional 

and economic obsolescence, This approach i s  based on the proposition that the informed 

p u r c k  would pay no more for computer equipment tban the cost of producing substitute 

equipment with the same utility as the subject asset from the same manufacturer. 

The main definitions of cost are reproduction cost and replacement cost. Reproduction cost 

considers the construction of an exact replica of the assel. Replacement cost considers the cost to 
recreate the functionality or utility of the subject asset. 

The cost approach commonly measures value by estimathg the current cost of a new asset, and 

then deducts value for various elements of depreciation, bcludmg physical deterioration and 

functional and external obsolescence to anive at “depreuiated cost new”. This “cost” may be 

either reproduction or replacement cost. The logic bebiid this method is that an mdication of 

value of the asset is its cost (reproduction or replacement) less a charge against various forms of 

obsolescence such as functional, technological and economic as well as physical deterioration if 

any. 
nus: 
Less: Physical Deterioration 
Las: Functional Obsolescence 
L S S :  External Obsolescence 
Results in: Fair Market Value 

Current Cost of Replacement or Reproduction New 

The availability and cost ofthe substitute asset is directly affected by shifts in the supply and 

demand ofthe utility. utility m Y  be meaSured in many ways including functionality, 

desirability, etc. costs typically indude the cost of all material, labor, ov~~head ,  and 

&repren& proM (Or On the investment in the subject tangible personal property) 

Market Approod 
The logic behind the market approach 

tbe marketplace and P W C ~  an exact COPY ofthe asset with tbe same features andlor 

March 2003 DMC Consulting ~ m v p  ExhibitG 
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In the mark* approach or sometimes also called the ‘‘salw comparison” approach, recent d e s  

and offering prices of exact wpies and/or similar a k s  qre gathered to arrive at an indication of 

the most probable selling price of the asset b e k  *praised. The basic procedure is to gather 
data, determine the features to be compared, and apply ibe results to the subject. Along with this 
data and historical data about the same produd, a depreciation curye can be established to predict 

a midual value for this and similar products. 

The market approach is considered to be the best m+od to estimate the current and future d u e  

of computer assets, especially when an actual secondary market exists and there is data available 
to provide a good indicator of value for the asset. There is enough data available &om 

marketplace to provide a good basis for defining value fbr the assets under question. 

Appropriate Method - Mrlhodology 

Of the various “Approaches to Value“ available, the Markd Approach is the appropriate method 

ofvaluing this portfolio of equipment. 

The Income Approach considers value in relation to the present worth of future benefits of 
ownership. It is not usually applied to individual items of equipment smce it is difficult, ifnot 

impossible, to identify individual income streams. If you assemble a group of individual 
machines to produce a product, in aggregate, they genenlte income for the business. So by using 

an income approach, we could value the aggregation of assets that generate this income. 

However, it is V W  difficult to gather and isolate the appropriate information needed for this type 

of apprajsal. 

The Cost Approach is based on the propositiou tbat the informed purchaser would pay IIO more 

for a property than the cost of rrproducing a substitute properiy from the same manufactum with 

the same utility as the s u b j d  Property. It com-den that the maximum value of a property to a 
kmdedgeable buyer would be the amount cumntly ns;rea to wnmuct purchase a new asset 

of equal approad should not be usedbecause the cost to Reproduce andlor to 
develop and =-engin= an -act Rephcement would be more than a unit purchased in the 
S E Z O D ~ ~ I Y  marketplace, plus the Identification of the specific percentages to apply for physical, 

hd0d and emuon+ depnciation. 
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